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Abstract

Research Objective and Methodology:This Study aims to examine the
relationship between the real activities earning management (REM) and
theagency costs determinants measured by monetary and equity incentives
and compensationfor executives (EC). In addition, measure the effect of
that relationship on the level of cash holding (CH) andits relevance value is
measured by the cash flow sensitivity for investment and earning per share.
For this purpose, we used the Oneway-Anova analysis of variance to
measure real earning management practices size at the sector level. Also,
we used the Wilson-Mann-Whitney test to determine the extent effect these
practices on the cash holding level. In addition, using the multiple linear
regression analysis to test the relationships between the study hypothesis
variables, by using a sample data for of 86 companies listed on the
Egyptian Stock Exchange during the period from 2013 to 2019.

Research Results:The results showed the existence of a negative
significant effect of the EC on the level of REM practices.These calls for
the need to take into account the precautionary benefits of agency costs
when evaluating investors' to thesepractices.Also, there is a positive
significant effect of REM practiceson the level ofCH.In contrast, the
existence of a negative significant effect of REM practices on the level of
CHin the presence of EC. Finaly,the results also indicated a negative
significant effect of the level of CH on the cash flow sensitivity for
investment andearning per share in the presence of REM practicesmodified
by EC.

Research Importance and Contribution: This research contributes to
benefiting from performance-based EC as one of the governance practices,
especially in reducing REM and rationalizing CH policies, In Addition,
providing a practical evidence to investors on the relevance value of CH
informationespecially in light of previous studies ignoring some important
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and influential control variablessuch as REM practices and ECwhether
monetary or non-monetary.

Keywords:Real Earning Management, Executive Compensation, Cash
Holding,Investment Cash Flow Sensitivity, Earning per share.
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Tariq, 2019, Wibowo and Sugeng , 2019, Harry and Ramesh, 2018,
O ST A Ll Adlad) AW dadlyl) des <l @ISHaN () GleaRizwan, 2018)
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Clgiana) cp oY) BLEY) GaSa50.001 e S8 dgine (ggima vie Aol all 4ol
il e @lls Gigan o sl calaallg Lbaial) sl b)) bl Laglll e
Lol M o paralladn € J<o clapall (8 e 1 Aol dpbadal) Zaal) culaasl)
A sl o3V iy AglaaS Ladill o e (ggina

209

2022 — Js¥) sl dual) claalall a3y daa)ally dslaal) dlaa



) Syt o L ATelSl) RIS cladaa il LY B3 On ABAY)  saes clie

L <0.001 (o 3l igine (s5iune 212(37.246) cualF.test dad iMod.41 g 1als -
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Model C ModelB Model A
clidal) e clidal) dla  claad cilaal) A4y A4l o
L) Llacahiaay)  4pLady)  ApLaay)  —)zlyl  (+)zuy)
o (+) () (*+) (

157.99 227.26 187.16 22225 211.20 193.95 Mean Rank
1.240E4 1.522E4 16562.0 Mann -Whitney U
2.480E4 4.735E4 50232.0 Wilcoxon W

-5.861 -2.928 -1.426 Zz
.000 .003 154 Asymp. Sig.
2.691 2.027 1.196 K.Smirnov Z
.000 .001 114 Asymp. Sig. (2-tailed)

Mann-Whitney ,laal daa calModelAl iy aif oodel Joaall o sy

NZas ) Ay dsLzyUWilcoxon W(50232.0) jlaa) dass el WSU(16562.0)
ety eAglal) il 8 Al aill s WA e a g (-1.426) Y clag
A ald ye eyl s Data OIS i sanad) (e DAY o ) ddlas) AV 2
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-
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«(157.99)abmsl) il sl il el )l Jae gy Lin (227.26) abidaial
Loall clsall Jdlasaly Al b ST O i) Lodll e o e L
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Mod.4 Mod.3 Mod.2 Mod.1 Al il
T.test Coef. T.test Coef. T.test Coef. T.test Coef. e
-0.368*** -7.677E9  -9.208*** -8.0639 -10.802***  -8.9359 -10.704***  -8.6109 ) ¢ sad)
493 113 449 .106 REMa;
-3.457** -3.794 -2.982** -3.247 REMb;;
5.088*** 2.416 3.876*** 1.670 REMc;,
-1.170 -7.331E8 -1.136 -7.057E8 -1.101 -6.8648 -.938 -5.9968 ECita
-1.060 -.018 -.893 -.016 REMa; *ECit1
399 .008 -1.351 -62.101 REMD;*ECi ;1
-2.463* -.045 1.377 12.244 REMCi*ECit1
5.168***  1.097E9  5.662*** 1.335E9 5.906*** 1.3579 6.386***  1.354E9 FSIZEi;
-1.184  -1.969E8 -2.251* -4.079E8 -1.835 -3.2998 -2.168* -3.6358 LEVi;
21.791%** 34.546*** 33.654*** 28.801*** F
.580 .548 543 514 R
.336 .300 295 264 R’

Lsine (g5t 2icF 1e5t(28.801) dad cuxly Mod. 1 Uiy asladlel Jsandl (ro ety -
LS el jae lgiial) (e JST Slide (g5iaa Ll 29y ey Lee <0.001 e
il gty Alans 7 LY 20l Lpmadall 52 ilgieaally Cpudiil) (el Ciliasgas oz Ly
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O imn Laa ¢(.264) apaaill Jalas iy LS clgy Jatiaall A0kl (s5iuasty aalall yiidll
aag i el yunadl 8 Gasy A sl e %026.4 et Al g Aliedl) ol il
B aag e (8 L) AAST A elal) s Sligiaall goies 1t lay) LSl
O aall (8 Aol liagaill ladY) jeall GaSaS o s Guaadiil) Gopaall Gliar il
O Y lggnsis Omealiall daspe el asd pacay L sl ) puall ey ) Lol
Lapdall 52 lbgicall b iban g WS cpenlaall Calaal 3abatl danje colylena el
Gilcasgaill syl eall eSay Lo 5oy . Gudatiil cppaall ciliagaidlaeal) o Lisy) Laiil
By Clles (20ia DA (e Haliadd) (o e losall L8] Bging 59 5 Liles (8 Liuil
Sy Ayl adall oY) e Ludaaall 56l aal) clasagall e alaieYls ~ L)Y
e lalad) 5aL3 ) 58l alaially xadall paa gl uSan LS ¢y paliicadl) ol
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i 13y (Al Loal) Cagagall (S Charmy s (alal) disall o Jpeanl)
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Mod.4 Mod.3 Mod.2 Mod.1
T.test Coef. T.test  Coef. T.test Coef. T.test Coef.

-6.325***  -4.0749 -6.786*** -4.3209 -7.608*** -4.6629 -7.567*** -4.6899 Culdl) ¢ 5ad)

iwal) cfpiial

2.012% -15378 -2.818** -2.0818 -2.205* -1.6948 -2.870** -2.1508 CHis
1.951 67129  2.788%* 0.2629  2.223*  7.6799 2.896**  9.7549 ECiut
-1.024  -014 -.953 -013 REMa;*ECiy,
1.203 018 987 015 REMDb; *ECi 4
1349 -.019 1204 -.017 REMC;*ECi.1
4.101%** 67128  3.929%** 63798 4.618*** 7.4538 4.322*** 69848  FSIZE;,
1563  -2.0088 -1.140 -1.4448  -1.681 -2.1668  -1.289 -1.6498 LEV,,
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209 188 182 172 R?
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Siliagat <Ly Jaiinal) ki) (5inn (e S e (ggina il 2gng im Las <0.001 e
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il ang L€ 00,01 (e J81 Lginn (g5 i Al LliaY) (s5ived ol (gsina il
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.0.01 e 8
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& ] ()il gl
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Mod.4 Mod.3 Mod.2 Mod.1
T.test Coef. T.test Coef. T.test Coef. T.test  Coef.

-1.759 -1.0319  -1.772 -1.0359  -2.141*  -1.2399  -2.074* -1.1999 Gl ¢ jad)

Aiinal) i pasal

-121 -.003 -.159 -.004 -.269 -.007 -243  -.006 CHiws
8.566%**  2.997  8587*** 2977  8.499%** 2080  8.493***  2.953 ECiws
-.813 -.009 -894  -010 REMa;*ECiys
-538 -.006 - 558 -.006 REMb; *ECi 1
1.821 .020 1.847 020 REMC; *EC; 1
1.040 14798 1077 15298 1314  1.856E8 1.326  1.8708 FSIZE;,
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